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Citizens' limitations on government has been taken away by central banks 



We are told that elections are important, but the most powerful state institution, the central bank, is 
totally out of reach of the voter. 

Ludwig von Mises viewed democracy as a utilitarian concept. It was the form of political organization 
that allowed the majority to change the government without violent revolution. In Socialism , Mises 
writes "This it achieves by making the organs of the state legally dependent on the will of the majority 
of the moment." He identified this form of political process as an essential enabler of capitalism and 
market exchange. 

Mises extended this concept of utilitarian democracy to citizens' control of the budget of the state, 
which they achieve by voting for the level of taxation that they deem to be appropriate. Otherwise, "if 
it is unnecessary to adjust the amount of expenditure to the means available, there is no limit to the 
spending of the great god State." (Planning for Freedom, p. 90). 

Today, this utilitarian function of democracy, and the concept of citizens' limitations on government 
mission and government spending, has been taken away by the state via the creation and subsequent 
actions of central banks. The state carefully created a central bank that is independent of the voters and 
unaffected by the choices citizens express via the institutions of democracy. In the case of the US 
Federal Reserve, for example, the Board of Governors state that the Federal Reserve System "is 
considered an independent central bank because its monetary policy decisions do not have to be 
approved by the President or anyone else in the executive or legislative branches of government, it does 
not receive funding appropriated by the Congress, and the terms of the members of the Board of 
Governors span multiple presidential and congressional terms." 




IF WE WERE TO END THE FEDERAL RESERVE BIG GOVERNMENT 
WOULDN'T EXIST BECAUSE THERES NOT ENOUGH PRECIOUS 
METALS TO FUND THIS GIANT MONSTROSITY. 
P.S. END THE FED 



Independent from Voters, But Not from Politicians 

Importantly, the central bank is independent of the citizens in this way, but, in practice, not independent 
of politicians. Alan Greenspan, former chairman of the Federal Reserve, is quoted as asserting, "I never 
said the central bank is independent," alluding to similar statements in two books he has written, and 
pointing to one-sided political pressure significantly limiting the FOMC's range of discretion . 

This institutionally independent, but politically directed central bank spearheads a process that enables 
largely unlimited government spending. It expands credit and enables fiat money, which is produced 
without practical limitation. Fiat money enables government to issue debt, which, at least so far, also 
has been pursued without restraint. The unlimited government debt enables unrestrained growth in 
government spending. The citizenry has no power to change this through any voting mechanism. 



BEWARE OF THE 




Thus, the state is set free from having to collect tax revenue before it can spend, and as Mises 
explained , in such a case, there is no limitation on government at all: 



The government has but one source of revenue — taxes. No taxation is legal without 
parliamentary consent. But if the government has other sources of income it can free itself 
from this control. 

In other words, when faced with the possibility of voter reprisals, members of Congress are reluctant to 
raise taxes. But if government spending no longer necessitates taxes, government becomes much more 
free to spend. 

Without restraints on government spending, there are no restraints on government's mission, or on the 
growth in the bureaucracy that administers the spending. The result is a continuous increase in 
regulations, and a continuous expansion of state power. 

Has The Central Bank Limited Itself? 

In the one hundred years since the creation of the Federal Reserve in 1913, US federal government 
spending has grown from $15.9 billion to a budgeted $3,778 billion in 2014 (a number we now refer to 
as $3.8 trillion to make the numerator seem less egregious). Spending as a percentage of GDP has 
advanced from 7.5 percent to 41 .6 percent over the same period. A comparison of regulation growth is 
more difficult, but over 80,000 pages are published in the Federal Register annually today, versus less 
than 5,000 annually in 1936. 

The evidence, therefore, is that voting makes no difference to this lava flow of spending and regulation. 
Whatever the will of the majority of the moment, government spending and government power will 
continue to expand, with consequent reduction in the economic growth that is the primary goal of the 
society that is being governed. 

John Locke opined that, when governments "act contrary to the end for which they were constituted," 
they are at a "state of war" with the citizens, and resistance is lawful. (Two Treatises of Government, p. 
74). The theory and practice of unhampered markets and individual liberty are particularly relevant at 
election time. 
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65 percent of all children in the U.S. live in a home that receives aid from the federal government 



Did you know that 65 percent of all children in the United States live in a home that receives aid from 
the federal government? We live at a time when child poverty in America is exploding. Yes, the U.S. 
economy is experiencing a temporary bubble of false stability for the moment, but even during this 
period of false stability the gap between the wealthy and the poor continues to rapidly expand and the 
middle class is being systematically destroyed . And sadly, this is having a disproportionate impact on 
children. This is happening for a couple of reasons. First of all, poorer households tend to have more 
children than wealthier households. Secondly, most people tend to have children when they are in their 
young adult years, and right now young adults are being absolutely hammered by this economy. As a 
result, things just continue to get even worse for children living in this country. Here are 14 facts that 
show that the number of children in America living in poverty this Christmas is at an all-time record 
high... 

#1 The National Center for Children in Poverty says that 45 percent of all U.S. children belong to low 
income families. 

#2 According to a Census Bureau report that was released just this week, 65 percent of all children in 
America are living in a home that receives some form of aid from the federal government. . . 

"Almost two-thirds (65 percent) of children," said the Census Bureau, "lived in households 
that participated in at least one or more of the following government aid programs: 
Temporary Assistance for Needy Families (TANF), the Supplemental Nutrition Assistance 



Program (SNAP), the Special Supplemental Nutrition Program for Women, Infants, and 
Children (WIC), Medicaid, and the National School Lunch Program." 

#3 According to a report recently released by UNICEF, almost one-third of all children in this country 
"live in households with an income below 60 percent of the national median income". 

#4 When it comes to child poverty, the United States ranks 36th out of the 41 "wealthy nations" that 
UNICEF looked at. 

#5 An astounding 45 percent of all African- American children in America live in areas of "concentrated 
poverty". 

#6 40.9 percent of all children in the United States that are living with only one parent are living in 
poverty. 

#7 These days, a lot of single mothers are really, really struggling to survive. A decade ago, the number 
of women in America that had jobs outnumbered the number of women in America on food stamps by 
more than a 2 to 1 margin. But now the number of women in America on food stamps actually exceeds 
the total number of women that have jobs. 

#8 It is hard to believe, but right now 49 million Americans are dealing with food insecurity . 

#9 According to a report that was released last month by the National Center on Family Homelessness, 
the number of homeless children in the United States has reached a new all-time high of 2.5 million . 

#10 There are more than half a million homeless children in the state of California alone. 

#11 One recent survey found that about 22 percent of all Americans have had to turn to a church food 
panty for assistance. 

#12 This year, almost one out of every five households in the United States will go through the holiday 
season on food stamps. 

#13 One of the primary reasons why kids are suffering so much is because their parents are simply not 
making enough money. This is especially true for parents of young children. For example, check out 
the following numbers from the Atlantic . . . 

Since the Great Recession struck in 2007, the median wage for people between the ages 
of 25 and 34, adjusted for inflation, has fallen in every major industry except for 
health care. 

These numbers come from an analysis of the Census Current Population Survey by Konrad 
Mugglestone, an economist with Young Invincibles . 



In retail, wholesale, leisure, and hospitality — which together employ more than one quarter 
of this age group — real wages have fallen more than 10 percent since 2007. To be clear, this 
doesn't mean that most of this cohort are seeing their pay slashed, year after year. Instead it 
suggests that wage growth is failing to keep up with inflation, and that, as 
twentysomethings pass into their thirties, they are earning less than their older peers did 
before the recession. 

#14 Overall, the quality of the jobs in America continues to decline. At this point, most Americans do 
not bring home enough income to support a middle class lifestyle for their families. Below I have 
shared an excerpt from an article that I published a while back . . . 

The following are some statistics about wages in the U.S. from a Social Security 
Administration report that was recently released . . . 

-39 percent of American workers made less than $20,000 last year. 

-52 percent of American workers made less than $30,000 last year. 

-63 percent of American workers made less than $40,000 last year. 

-72 percent of American workers made less than $50,000 last year. 

In addition to all of these numbers, there is also a lot of anecdotal evidence that families with children 
are really struggling right now. 

For example, McDonald's has traditionally been a place where poor and middle class families have 
taken their children for a cheap meal. But the restaurant chain just released the worst sales numbers 
that we have seen in more than a decade . 

And the really bad news is that this is just the beginning of the economic pain for families with 
children. The U.S. economy is in a bubble period right now, and the authorities have been trying with 
all of their might to keep the bubble inflated. 



Just imagine a bodybuilder that is pressing with 
all of his might to do one more rep on the bench 
press. That is essentially where we are at. In a 
recent piece, Brian Pretti summarized some of 
the extraordinary measures that global central 
banks have taken to keep the economic bubble 
inflated... 

Since early 2009, central banks globally 
have printed more than $13 trillion. In 
addition, governments across the planet 
have increased their borrowings at historic 
proportions (the US just crossed $18T - 
another new high!), all in an effort to 
stimulate economies and avoid 
deflationary pressures. Total US Federal 
debt has more than doubled in five 
years, an increase of $9.5 trillion and 
counting. 




Despite all of these efforts, the best that we have achieved is economic stagnation. 

And now it is becoming clear that the overwhelming deflationary forces around the globe are starting to 
win the battle. The central banks have used up their ammunition and they still have not turned things 
around. In fact, as Ambrose Evans-Pritchard so eloquently put it recently, what we see all around us is 
"evidence of a 1930s-style depression, albeit one that is still contained"... 

What is clear is that the world has become addicted to central bank stimulus. Bank of 
America said 56pc of global GDP is currently supported by zero interest rates, and so are 
83pc of the free-floating equities on global bourses. Half of all government bonds in the 
world yield less that lpc. Roughly 1.4bn people are experiencing negative rates in one form 
or another. 

These are astonishing figures, evidence of a 1930s-style depression, albeit one that is still 
contained. Nobody knows what will happen as the Fed tries to break out of the stimulus 
trap, including Fed officials themselves. 

But will it still be contained once the next major financial crash strikes? 

As I discussed yesterday , there has never been a time when conditions have been more ideal for a 
financial crisis since the last one happened in 2008. 

So as bad as things are for the children of America right now, they are only going to get worse. 

In the years ahead may we all have great compassion for these victims of our incredibly foolish 
economic mistakes. 
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